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Vol. 14, No. 1 (January, 1987) 


ARE LIFE INSURANCE SALES 

ILLUSTRATIONS OUT OF CONTROL? 
Refers to the reluctance of companies to reduce 
gross interest rates even when market interest 
rates are declining, discusses the use of assumed 
future mortality improvements in sales illustra- 
tions, describes the results of a survey by a “net- 
work” of life insurance company middle manage- 
ment marketing officials, and mentions a proposal 
by the yield index advisory committee to the 
National Association of Insurance Commissioners 


MORE SECRECY FROM THE NAIC 
Discusses the adoption by the National Associa- 
tion of Insurance Commissioners of a recommen- 
dation that Schedule G in the life insurance com- 
pany annual statement blank be changed so that 
executive compensation will no longer be dis- 
closed, thus ending an 80-year tradition of disclo- 
sure that began with the Hughes-Armstrong inves- 
tigation in 1905 

AN IMPORTANT BOOK ABOUT THE 

PENN SQUARE BANK 
Reviews a book entitled Belly Up, which provides 
detailed information about the collapse of the 
Penn Square Bank, including descriptions of the 
individuals and lending practices that produced 
one of the most significant bank failures in the 
history of the United States 


Vol. 14, No. 2 (February, 1987) 


HERBERT S. BRIGHT 
Dedicates this issue to the memory of Herbert S. 
Bright, my uncle, who died on November 28, 1986 
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OBSERVATIONS ON SINGLE-PREMIUM 
LIFE INSURANCE 


Discusses the purpose of life insurance, explains 
why single-premium life insurance is rarely suita- 
ble as a method for meeting life insurance protec- 
tion needs, points out a terminology problem 
created by the fact that the paid-up status of many 
single-premium life insurance policies is not guar- 
anteed, emphasizes the importance of financial 
strength when the consumer selects a life insur- 
ance company with which to do business, dis- 
cusses the front-end load in single-premium life 
insurance, presents methods for evaluating the 
front-end load and for evaluating the prices of the 
protection in the other years of a single-premium 
life insurance policy, describes the results of a 
small survey of companies who advertised single- 
premium life insurance in recent issues of trade 
magazines, suggests it is important to determine 
how the company being considered treats its long- 
time policyowners, and includes a checklist and an 
explanatory appendix (this was our ninth issue 
aimed at insurance consumers) 


Vol. 14, No. 3 (March, 1987) 


MORE ON EXECUTIVE LIFE’S 
BERMUDA REINSURANCE 


Refers to the article in our November 1986 issue, 
discusses the letters of credit obtained by Execu- 
tive Life Insurance Company (CA) and by Execu- 
tive Life Insurance Company of New York to sup- 
port reserve credit taken for reinsurance ceded to 
Bermuda companies, lists the names of the banks 
and the amounts of the letters of credit obtained 
from them for the two Executive companies com- 
bined, describes the role of Alexander & Alexander 
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Services, Inc., which owns the Bermuda compa- 
nies, and concludes with an expression of opinion 
that the extent of the dependence of the Executive 
companies on letters of credit is cause for concern 

A. L. WILLIAMS AND THE DEPARTMENT 

OF DEFENSE 
Shows part of a memorandum from the deputy 
inspector general in the Department of Defense to 
the secretaries of the Army, Navy, and Air Force 
concerning the activities of the A. L. Williams 
organization (ALW), and reproduces a “Compli- 
ance Alert Memo” circulated by ALW suggesting it 
is withdrawing from the military market 

IS THE A. L. WILLIAMS ORGANIZATION 

SEGINNING TO DECLINE? 
Quotes from quarterly financial reports of A. L. 
Williams Corporation, shows some monthly fig- 
ures on the 1985 and 1986 production of the A. L. 
Williams organization (AlW) in terms of face 
amount sold, annualized first-year premium pro- 
duction, submitted applications, and paid applica- 
tions, shows a few monthly figures on the number 
of recruits licensed, and concludes that ALW may 
be entering into a period of decline 


Vol. 14, No. 4 (April, 1987) 


A. L. WILLIAMS AND STANDARD & POOR'S 

CORPORATION 
Refers to A. M. Best Company’s B+ rating of Mas- 
sachusetts Indemnity and Life Insurance Com- 
pany (MILICO), for which the A. L. Williams organ- 
ization is a general agency, discusses the A+ 
claims-paying-ability rating MILICO received from 
Standard & Poor's Corporation (S&P), describes 
S&P’s procedures, and concludes with an expres- 
sion of opinion that it is a deceptive sales practice 
to use a rating from S&P, especially an A+ rating, 
without an explanation that allows the consumer to 
determine the level of the rating 

THE DEBATE THAT NEVER OCCURRED 
Refers to the manner in which Arthur Milton, a 
spokesman for the A. L. Williams organization, chal- 
lenged me to a debate, and includes, in asupplement 
to this issue, the correspondence between Mr. Milton 
and me to show why the debate never occurred 

AN INTERESTING LETTER FROM EXECUTIVE LIFE 
Discusses a letter received from M. Douglas Close, 
vice president and assistant general counsel of 
Executive Life Insurance Company, relative to the 
article about the company in our November 1986 
issue, responds to a request made by Mr. Close in 
the letter, includes the full text of the letter, and 
concludes with an expression of my belief that it is 
not only proper, ethical, and legal for an agent who 
is giving advice to a client to provide truthful infor- 
mation about companies the client is considering, 
but that an agent has a responsibility to provide 
such information 

MORE PRODUCTION FIGURES FOR THE 

A. L. WILLIAMS ORGANIZATION 
Refers to the article in our March 1987 issue, shows 
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some additional 1986 monthly production figures 
forthe A. L. Williams organization (ALW) based on 
face amount sold and annualized first-year pre- 
mium production, concludes that the sales results 
for 1986 feil far short of the projection, and includes 
some figures on ALW’s Canadian production 


AN INTRIGUING SUGGESTION FROM 
A REGULATOR 


Refers to the article in our January 1987 issue 
about the fact that Schedule G in the National 
Association of Insurance Commissioners’ annual 
statement blank for life insurance companies no 
longer requires disclosure of executive compensa- 
tion, and reports the suggestion by an official of 
the Illinois insurance department that an inter- 
ested policyowner who wants the information 
should “simply ask” the company for it 


Vol. 14, No. 5 (May, 1987) 


THE REINSURANCE DISASTER AT 
EXECUTIVE LIFE 


Explains briefly how reinsurance can be used to 
provide a life insurance company with surplus 
relief, refers to a recent examination report on 
Executive Life insurance Company of New York by 
the New York insurance department, discusses the 
nonconforming reinsurance agreements and the 
nonconforming letters of credit identified by the 
examiners, describes an earlier examination report 
on Executive Life Insurance Company (CA) by the 
California insurance department, mentions the 
surplus note used to infuse surplus into Executive 
Life of New York, describes how the New York 
developments are discussed in the 10-K annual 
report for 1986 filed with the Securities and Ex- 
change Commission by First Executive Corpora- 
tion, shows how the company sought to calm its 
producers, includes portions of a letter from an 
official of the company to one of its producers, 
mentions other problems identified in the exami- 
nation report, concludes with an expression of 
opinion that the report is one of the harshest | have 
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ever seen, and includes, in a supplement to this 
issue, some excerpts from the examination report 


Vol. 14, No. 6 (June, 1987) 

MORE ON THE REINSURANCE DISASTER 

AT EXECUTIVE LIFE 
Discusses the manner in which the 10-K annual 
report for 1986 filed with the Securities and Ex- 
change Commission by First Executive Corpora- 
tion was amended following publication of our 
May 1987 issue, describes three agreements be- 
tween the company and the New York insurance 
department that were disclosed for the first time in 
the amended SEC filing, concludes with an expres- 
sion of opinion that the public interest is not served 
when agreements between a state insurance regu- 
latory authority and one of its regulated entities are 
shielded from public scrutiny, and includes, in a 
supplement to this issue, the full text of the 
amended SEC filing 

OBSERVATIONS ON THE SURPLUS RELIEF 

REINSURANCE ARRANGEMENTS AT ANCHOR 

NATIONAL LIFE AND E. F. HUTTON LIFE 
Discusses the memorandum from the California in- 
surance department's chief examiner to three exam- 
iners explaining how the examiners were to handle 
situations in which surplus relief reinsurance agree- 
ments did not transfer any risk to the reinsurance 
companies, contains a letter from the department's 
chief counsel explaining the department's approach, 
and discusses the surplus relief reinsurance arrange- 
ments at Anchor National Life insurance Company 
and E. F. Hutton Life Insurance Company 

FROM THE MAILBAG 
Comments by Mal S. Klugman, Rodger Borge, 
Mark S. Thompson, and V. G. Talty 


Vol. 14, No. 7 (July, 1987) 


OBSERVATIONS ON COMPUTERIZED 

TELEPHONE PROSPECTING 
Describes the program of Comtel Broadcasting 
Corporation, which sells machines that allow users 
to contact prospects with recorded messages and 
record the responses, discusses the ramifications 
of the use of the machines, and contains three 
sampies from Comtel’s library of scripts 

A. L. WILLIAMS AND “THE WALL 

STREET JOURNAL” 
Contains excerpts from an article that appeared in 
The Wall Street Journal on March 4, 1987, and 
discusses my letter to the editor of the Journal 
following publication of the article 

EXECUTIVES’ COMPENSATION IN 1986 
Shows the 1986 compensation of persons who 
received $350,000 or more in various companies 


Vol. 14, No. 8 (August, 1987) 
THE ILLINOIS DEPARTMENT AND MINNESOTA 
MUTUAL’S MORTGAGE INSURANCE 
Refers to a market conduct examination report on 
The Minnesota Mutual Life Insurance Company 
filed by the Illinois insurance department with ref- 
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erence to a program of mortgage life insurance at 
Bell Federal Savings and Loan Association (Chi- 
cago) in which Bell began premium collections for 
Minnesota Mutual and discontinued premium col- 
lections for other companies, discusses Bell's 
compensation, mentions the last-minute letters 
sent to customers by Bell, discusses the question 
of whether the procedure constitutes unfair price 
discrimination, refers to replacement considera- 
tions, mentions the question of whether a certain 
fee paid to Bell constitutes a rebate, refers to the 
possibility of adverse selection against the other 
companies, concludes with an expression of opin- 
ion that the National Association of Insurance 
Commissioners should develop a model regula- 
tion to assure that rigorous disclosure is provided 
to consumers in such programs, and includes, in a 
supplement to this issue, the stipulation and con- 
sent order entered into by the parties and the 
Illinois insurance department's news release 
THE GOOD SAMARITAN PROGRAM 
Describes the Good Samaritan Program, a medical 
expense insurance program started in 1984 by the 
pastor of a church in Indiana, discusses the ramifi- 
cations of the program, and describes the action 
taken by the Indiana insurance department against 
the program because of its alleged “unauthorized 
transaction of the insurance business” 
FROM THE MAILBAG 
Comments by Robert F. Politzer and David C. Hoyt 


Vol. 14, No. 9 (September, 1987) 


STILL MORE ON THE REINSURANCE 

DISASTER AT EXECUTIVE LIFE 
Refers to articles in our May 1987 and June 1987 
issues, shows the letter dated February 23, 1987 
from the Executive Life companies to the New York 
insurance department containing the various “un- 
dertakings” to which the Executive Life companies 
had agreed, discusses the significance of the let- 
ter, describes the efforts by the Executive Life 
companies to keep the letter secret even after most 
of its contents had been disclosed in First Execu- 
tive Corporation's amended 10-K filing with the 
Securities and Exchange Commission, and men- 
tions a letter | received from an official of Store- 
brand Reinsurance Company (Norway) following 
publication of our May 1987 issue 

A. L. WILLIAMS AND “THE SPRINGVILLE HERALD” 
Quotes a portion of an article that appeared in The 
Springville Herald, asmall weekly newspaper pub- 
lished in Springville, Utah, indicates that the arti- 
cle, which is criticai of cash-value life insurance 
and those who sell it, reflects the views of the A. L. 
Williams organization (ALW), and concludes with 
an expression of opinion that ALW'’s use of the 
article constitutes a deceptive sales practice be- 
cause of ALW’s failure to disclose that the article 
was written by an ALW representative 

THE NAIC’S CONFIDENTIAL IRIS RATIOS 

FOR 1986 
Lists the 72 life-health insurance companies with 
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assets of $100 million or more at the end of 1986 

that had four or more Insurance Regulatory Infor- 

mation System (IRIS) ratios (as calculated by the 

A. M. Best Company) outside the usual ranges 
FROM THE MAILBAG 

Comments by Mark F. Shepler 


Vol. 14, No. 10 (October, 1987) 


FURTHER OBSERVATIONS ON TELEPHONE 

DIALING MACHINES 
Refers to the article in our July 1987 issue, lists the 
states with legal restrictions on the use of tele- 
phone dialing machines, describes the position of 
The Prudential Insurance Company of America 
with regard to the use of telephone dialing 
machines, concludes with an expression of opin- 
ion that insurance magazines should insist that 
advertisements for the machines disclose that 
there are some states with legal restrictions on the 
use of the machines, and includes, in asupplement 
to this issue, the state laws imposing strong restric- 
tions on the use of the machines 

WHAT IS SELECTQUOTE INSURANCE SERVICES? 
Describes the advertisements published in major 
newspapers and magazines by SelectQuote Insur- 
ance Services, Inc. (SQIS), an insurance agency 
representing numerous life insurance companies, 
explains how SQIS operates, and identifies several 
areas of concern about the organization 

A VICTORY FOR INSURANCE SECRECY 

IN MONTANA 
Describes how a District Court judge in Montana 
granted me access to the Insurance Regulatory 
Information System (IRIS) material in the Montana 
insurance department, discusses the action of the 
Montana Supreme Court, which reversed the lower 
court in a 4 to 2 decision, quotes from both the 
majority and minority opinions, describes the press 
coverage of the case, reports that a Superior Court 
judge in the District of Columbia granted me 
access to the IRIS material in the District of 
Columbia department, and indicates that it is not 
known whether the decision will be appealed 


Vol. 14, No. 11 (November, 1987) 


VENITA VAN CASPEL AND THE PRICE OF 

LIFE INSURANCE 
Refers to the life insurance chapter in books on 
financial planning written by Venita VanCaspel, 
who heads a financial planning firm in Houston, 
discusses the misconceptions in her references to 
the use of mortality tables by life insurance com- 
panies, describes the method she suggests for cal- 
culating the cost of life insurance and the method | 
have suggested, uses a hypothetical “net” policy 
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to illustrate the erroneous nature of her suggested 
method and the accuracy of the method | have 
suggested, and expresses the view that the vacuum 
created by the lack of a rigorous system of price 
disclosure is being filled partly by erroneous 
information such as that disseminated in the 
VanCaspel book 


OBSERVATIONS ON BEST'S 1987 RATINGS 


Lists some of the life insurance companies that ex- 
perienced an erosion in their ratings in the 1987 life- 
health edition of Best’s Insurance Reports relative to 
their ratings in the 1986 edition, and includes, ina 
supplement to this issue, a list of the 192 life insur- 
ance companies that received top ratings from the 
A. M. Best Company in 1978 through 1987 (includ- 
ing boldface identification of the 111 companies 
that received top ratings in 1975 through 1987), to- 
gether with a short article describing the list 


TRAVELERS AND THE A. M. BEST COMPANY 


Mentions that The Travelers Insurance Company 
received an A rating (not A+) in the 1976 life-health 
edition of Best’s Insurance Reports, discusses a 
1986 memorandum from a Travelers official sug- 
gesting that the 1976 rating was based on a misun- 
derstanding, quotes a letter from an official of the 
A. M. Best Company confirming that there was a 
misunderstanding, and concluding that it is ap- 
propriate to treat Travelers as though its 1976 rat- 
ing was A+ 


Vol. 14, No. 12 (December, 1987) 


INSURANCE COMPANIES DES!GNATED BY 
THE NAIC FOR REGULATORY ATTENTION 


Describes, in a special, 16-page issue, the Insur- 
ance Regulatory Information System (IRIS) devel- 
oped by the National Association of Insurance 
Commissioners, mentions that | obtained access 
to the IRIS material in the District of Columbia 
insurance department through a freedom-of- 
information lawsuit, draws a distinction between 
the “statistical” phase of IRIS and the “analytical” 
phase, shows in two lengthy tables the life-health 
companies (including the fraternal benefit socie- 
ties) and the property-liability companies desig- 
nated for “immediate regulatory attention” or “tar- 
geted regulatory attention” in at least one of the 
past three years, explains how to use the informa- 
tion presented in the tables, and describes the 
struggle for access to the material 


CORRECTION 


Refers to the article in our September 1987 issue, 
and reports on the correction of some minor speci- 
fication errors made by the A. M. Best Company 
when it calculated the Insurance Regulatory In- 
formation System ratios 


Copyright © 1987 by Insurance Forum, Inc 








